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Functi onal Transfer:

The Defense Security Service (DSS) is under the direction,
authority and control of the Assistant Secretary of Defense
(Command, Control, Conmunications, and Intelligence). DSS
provi des security services to the Departnent of Defense (DoD)
t hrough the integration of personnel security, industria
security, security training and education, information systens
security and counterintelligence. Due to the integration of
security services, conbined with intelligence threat data, the
DSS is uniquely positioned to facilitate the application of

t hreat - appropriate security countermnmeasures.

The three prinmary business areas that conprise the DSS m ssion
are the Personnel Security Investigations (PSlI), whose

i nvestigations are used by the DoD adjudicative facilities to
determine an individual’s suitability to enter the arned forces,
to access classified information, or to hold a sensitive
position within the DoD. The National Industrial Security
Program (NI SP), which primarily ensures that private industry,
col |l eges, and universities that perform governnment contracts or
research safeguard classified information in their possession.
The Security Training and Educati on Program (the DSS Acadeny—
DSSA) provides security education and training prograns to
support DSS conponents, DCOD agencies, mlitary departnments and
contractors. The Acadeny offers formal classroomtraining,
conput er - based training, correspondence and di stance | earning.

The majority of the DSS workload is driven by executive order
requi renents to ensure that appropriate security nmeasures are
t aken when safeguarding classified material, either by DoD or
contractor personnel.

Activity Group Conposition

The Defense Security Service (DSS), Defense-w de Wrking Capital
Fund, Defense Security Service Activity Goup is structured with
a Headquarters in Alexandria VA, with Qperating Centers, Region

Headquarters and Locati ons as shown:
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Personnel Investigation Center (PIC), Baltinore MD

Def ense I ndustrial Security C earance Ofice (D SCO, Colunbus
OH

Def ense Security Service Acadeny (DSSA), Baltinore NMD

Nort heast Regi on
Nort heast QOperating Location, Boston MA
M d-Atlantic Operating Location, M Holly, NJ
DC/ Bal ti nore Operating Location, Alexandria VA
O fice of Security Services International, M nneapolis, M

Sout heast Regi on
Ti dewat er Operating Location, Virginia Beach VA
Gul f Coast Operating Location, Snyrna GA

Central Region
M dwest Operating Location, Chicago IL
Great Plains Qperating Location, Fort Leavenworth KS
Texas- Okl ahonma Qperating Location, Irving TX

West Regi on
Sout hwest Operating Location, Salt Lake City UT
Southern California Operating Location, Long Beach CA
Northern California Operating Location, Sacranmento CA
Paci fic Northwest Operating Location, Lakewood WA

The DSS m ssions included in the DWCF are the: Personnel
Security Investigations (PSI) program National |ndustrial
Security Program (NI SP); and the DSS Acadeny (DSSA). Operati onal
functions to include the Information Systens Directorate,
Headquarters and | ogi stical/adm nistrative support are in the
fund.

Budget Hi ghlights

Civilian end strengths and FTEs are as foll ows:

FY 1999 FY 2000 FY 2001

Civilian End Strength 2,412 2,632 2,630
Civilian FTEs 2,435 2,551 2,624
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Per sonnel

The Program Deci si on Menorandum dated 08/ 16/ 99, increased the
DSS FTE wor kyear allocation by 132 above the prior President's
Budget control for FY 2001. The increase accommpdated a
conversion of 60 investigative agent overtine workyears to FTE
wor kyears, an additional 40 Industrial Security representatives
to reduce the assessnent delinquency rate for classified
contractor facilities and 32 FTE workyears to stand up an
Augrent ati on Managenent O fice to nanage cases and coordi nate
contractor conducted investigations to reduce the outstanding
periodic reinvestigation backlog (PR BL). As directed by
OSD(C), this budget includes workload and financing to address
t he backl og of periodic reinvestigations for DoD contractors.
The Deputy Secretary of Defense, in his 06/09/99 letter,
directed that all active cl earances/accesses be based upon a
current investigation in accordance with the national standard
by the end of FY 2000. Financing and cost associated with this
Departnent-wi de effort will be addressed during FY2000/2001.
Thi s budget subm ssion begins the buil dup of both DSS,
contractor and reservist resources beginning in FY 2000 because
elimnation of the backlog cannot be delayed, and it wll be
inmportant to conplete the contracting, recruiting and training
process so as to apply full year level of effort to both the
Personnel Security and Industrial Security prograns by FY 2001.

Exi sting FTE controls reflect a previously approved functional
transfer of 12 fromDWF to O&M for field pol ygraphers.
Existing controls reflect a previously directed Managenent
Headquarters reduction of 3 FTEs from FY 1999 to FY 2000 and 2
FTEs from FY 2000 to FY 2001. This budget reflects the
functional transfer of 10 FTEs for the Security Research Center
(SRC) to the Defense Human Resources Activity (DHRA) begi nning
i n FY2000.

DSS did not fully execute FY 1999 FTE wor kyears because the
new y-install ed DSS Case Control Managenent System (CCMVMS) for
personnel security investigations did not function as expected,
resulting in fewer than expected cases flowing to the field for
i nvestigation. DSS delayed hiring personnel to fil

i nvestigator positions, as well as other investigative support
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positions until the infrastructure was avail able to support

them Because of the nunber of pending cases from FY 1999 and
the hiring required to reduce the PR BL, DSS has over 100

i nvestigative agent positions under recruitnent, along with

ot her m ssion essential positions such as case anal ysts and
contractor support positions. W expect themto cone onboard
begi nning early in FY 2000 and be trained to be available by the
time CCMS throughput capacity has expanded to the point the

foll ow ng:
Security Investigations for the contractor
rei nvestigation backl og,
$10. 1M Augnent ati on Managenent O fi ce,
repricing cal culation,
Security Program $1.3M
Reservi sts, $2.0M DFAS, $0.4M
pay raise,

$6. 2M
(annual i zation of prior year

Nat i onal

$14. 3M

| ndustri al

$45. 4M Case Contr ol

pay raise,

agents will be fully utilized to reduce the backl og.
Costs, Operating Results and Rates:
FY 1999 FY 2000 FY 2001
Costs of Goods and
Servi ces Produced
(Expenses) ($M 190. 485 308. 384 311. 005
Costs of Goods and
Services Sold ($M) 190. 485 308. 384 311. 005
Net Operating
Results ($M (24.114) 24.114 0. 000
Accunul at ed Operating
Results ($M (24.114) 0. 000 0. 000
Cust oner Revenue Rate
Per SP* $488. 57 $510. 15
Percent Rate Change
From Prior Year 4. 42%
Unit Costs ($/SPs) $699. 37 $434. 10 $417.73
Security Products
(SP) (000) 272. 4 710. 4 744.5
Cost s

The increase in cost fromFY 1999 to FY 2000 reflects the
Security Program Personnel
periodi c
Managenent System
$28. 0M Wor kyear
FTEs for the National
Pol i cy change for tel ephone usage,
Pricing Adjustnents
fund price

| ndustri al
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changes, and general purchase inflation), $7.5M Lease and
Conmmuni cati ons $1. 5M Note: All depreciation of capital assets
have been renoved fromthe cost of operations for both FY 2000
and FY 2001.

The increase in cost fromFY 2000 to FY 2001 reflects: Public
Key infrastructure, $0.5M National Industrial Security
Program $1.3M Augnentation Managenent O fice, $1.1M
Operations Center Col unbus nove, $0.4M Increased Wrkl oad
Adjustrments $5.1M and Pricing Adjustnments (annualization of
Prior year pay raise, pay raise, fund price changes, and general
purchase inflation), $7.5M and civilian pay pricing

adj ustnents, ($5.9M;and reduction of the NISP PSI PR backl og
effort, ($5.4M; general inflation adjustnent, ($1.0M; and the
Joi nt Personnel Adjudication System ($0.7M

DSS budgeted $1.2M for DFAS workl oad in FY 1999; FY 1999 act ual
is $0.9M The estimates for FY 2000/ 2001 reflect projected
wor k|l oad.

Operating Results and Rates:

This subm ssion reflects costs to conplete workload carried into
FY 1999 fromprior years which resulted in a NOR loss in FY 1999
and is funded in FY 2000. No assunption is nmade for revenue
associ ated with FY 2000 Peri odi c Reinvestigation (PR) Backl og
processing (aside for those funds specifically earmarked for the
NI SP PSI PR backlog). FY 1999 was a "test" year for DSS in the
DWCF. In FY 2000 DSS will continue service level billing
because of the difficulties encountered in inplenmenting DWCF.
Additionally , Program Deci si on Menorandum dated 08/ 16/ 99,
continues service level billing in FY 2001 and FY 2002. As a
result, rates will not be established and NOR wi || equal

custoner financing mnus costs incurred.

Unit Costs:

FY 1999 FY 2000 FY 2001

Cost of Goods Sold ($000) 190.485 308.384 311.005
Security Products (000) 272. 4 710. 4 744.5
Unit Cost ($000/ SPs) $699. 37  $434.10  $417.73



DEFENSE SECURI TY SERVI CE
Def ense- W de Working Capital Fund ( DWACF)
FY 2001 Budget Esti mates

Carry-QOver:

FY 1999 FY 2001 FY 2001

($ in MIlions)

New Orders 216.577 303. 490 308. 705
Carry-1In 0.00 50. 600 21.592
Gross Orders 216. 971 354. 090 330. 297
Total Revenue 166. 371 332. 498 311. 005
Carry- Over 50. 600 21.592 19. 292
Less WP 0. 00 0. 00 0. 00
Less BRAC, Non-DoD, FMS . 615 11. 495 12. 919
Intra/lnter DWCF 0. 00 0. 00 0. 00

Less Contract Liabilities
(Unable to confirm - - -
Net Carry-Over 49. 985 10. 097 6.373
Carry-Over in Months 3.61 0. 36 0. 25

Perf or mance I ndi cators:

The performance neasures contained in the Performnce and

Qual ity Measures section of this budget estinmate subm ssion were
devel oped in conjunction with the performance netrics in our

Def ense Managenent Council (DMC) Performance Contract. These
performance neasures refl ect expectations for DSS performance
during FYOO & FYO1 in each of our three core m ssion areas:
Personnel Security Investigations, Industrial Security, and
Security Training and Education. There are six categories of
performance neasures: financial, tineliness, quality, custoner
satisfaction, capacity, and productivity. Perfornmance data wl|
be coll ected and reported throughout the fiscal year to gauge
our progress.

Capi tal Budget:

In FY99 the Capital Budget for DSS was used in support of

sof tware and hardware upgrades and nodification for the Case
Control Managenent System (CCMS) ($2.8M), and a snall anount for
maj or equi pnment purchases (300K). Wen CCMS was | aunched in
FY99, DSS encountered many unanti ci pated configuration,
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software, and hardware problens requiring i medi ate attention to
mai ntai n production |evels. An Air Force Red Team was brought
in to assess the current stability of the system and offer
recommendati on for future inprovenents to enhance capacity and
productivity. Based on their recomendations, the capital
programin FYOO and FYO1l will nmake significant nodifications to
the systemin an effort to inprove its operational perfornance.
An Exanpl e of the inprovenents includes the depl oynent of a full
back-up/test system so as not to inpact productivity for
software testing and upgrade activities.

FY 1999 FY 2000 FY 2001

($ in MIlions)

Equi prent 0. 297 0. 00 0. 00
ADPE & Tel ecommuni cati ons 2. 690 2. 200 2.932
Sof t war e 0. 00 5. 600 21. 668
Passenger Vehicl es 0. 00 4.100 4. 586

Tot al 2.987 11. 900 29. 186



Exhibit Fund-14 Revenue and Expenses
Department of Defense
Defense Security Service

($ in Millions)
EY 1999 EY 2000 EY 2001
Revenue
Gross Sales: 166.371 332.498 311.005
Operations 166.371 332.498 311.005
Surcharges
Depreciation
Other Income
Refunds/Discounts (-)
Total Income: 166.371 332.498 311.005
Expenses
Salaries and Wages: 153.114 172.665 178.579
Military Personnel Compensation & Benefits
Civilian Personnel Compensation & Benefits 153.114 172.665 178.579
Travel & Transportation of Personnel 3.916 6.205 6.442
Materials & Supplies (For Internal Operations) 0.056 0.284 0.399
Equipment
Other Purchases from Revolving Funds 0.890 1.008 1.044
Transportation of Things 0.255 0.507 0.379
Depreciation - Capital
Printing and Reproduction 0.153 0.262 0.340
Advisory and Assistance Services
Rent, Communication, Utilities, & Misc. Charges 9.551 10.985 9.988
Other Purchased Services 22.550 116.467 113.833
Total Expenses: 190.485 308.384 311.005
Operating Result (24.114) 24.114 0.000
Less Surcharge Reservations
JLSC
Cash
Capital
Plus Appropriations Affecting NOR/AOR
Other Changes Affecting NOR:
Other Inventory Adjustments
Net Change in WIP
Net Operating Result (24.114) 24.114 0.000
Prior Year Adjustments
Prior Year AOR (24.114) 0.000
Accumulated Operating Result (24.114) 0.000 0.000
Memo:
Beginning WIP
Ending WIP
Cost of Goods Sold: 190.485 308.384 311.005

Exhibit Fund-14 Revenue and Expenses



Exhibit Fund-11 Source of Revenue
Department of Defense
Defense Security Service

($in Millions)

1. a. Military Department Operations and Maintenance
Department of the Army
Department of the Navy
Department of the Air Force
Other
Other
Subtotal Military Department O&M:

Defense-Wide Operations and Maintenance
DCAA
DIA
DSS-PSI
DTRA
JCS
NSA
OSIA
USUHS
WHS
UsSsocom
NIMA
DSS-ISP
DSS-SRC
DSS-CARRY OVER
DSS-C3I CCMS Reprogramming
DSS-PDM CCMS/PKI
DSS-DSSTO
Subtotal Defense-Wide O&M:

Other Operations and Maintenance
[e][¢}

b. Defense Working Capital Fund

DECA
DFAS
DISA
DLA

Other
Other

Subtotal DWCF:

c. Total DoD

d. Non DoD Agencies and Others
Agency for International Development
Arms Control and Disarmament Agency
Department of Agriculture
Department of Commerce
Department of Interior
Department of Justice
Department of Labor
Department of State
Department of Transportation
Department of Treasury
Environmental Protection Agency
Federal Emergency Management Agency
Federal Reserve System
General Accounting Office
General Service Administration
International Trade Commission
Miscellaneous
National Aeronautics and Space Admin.
National Science Foundation
Nuclear Regulatory Commission
Small Business Administration
U.S. Information Agency
U.S. Trade Representation
Other
Other
Other
Other
Other
Other
Subtotal Non-DoD Agencies and Others:
Total New Orders:

EY 1999

EY 2000

EY 2001

41.971
42.657
40.369

124.997

43.993

3.400

8.547

27.901
2.494

4.630
90.965

0.615

0.615

216.577

216.577

44.900
45.900
41.600

132.400

0.200
2.300
91.381
0.100
0.300
4.900

2.100
0.200
2.600
27.845
22.800

4.669
159.395

0.200

0.400
1.800
0.800

3.000

294.995

8.495

8.495
303.490

52.200
54.300
48.300

154.800

0.200
2.100
84.538
0.100
0.300
4.500

2.000
0.200
2.600
31.281

8.200
4.767
140.786

0.200

0.400
1.700
0.600

2.700

298.486

10.219

10.219
308.705

Exhibit Fund-11 Source of Revenue
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Exhibit Fund-11 Source of Revenue

Department of Defense
Defense Security Service

($in Millions)
EY 1999 EY 2000 EY 2001
Carry-in Orders 50.600 21.592
Total Gross Orders 216.971 354.090 330.297
Funded Carry-over 50.600 21.592 19.292
Total Gross Sales 116.371 332.498 311.005
Number of Months of Carry-Over 3.61 0.36 0.25
Carry-Over Calculation FY 1998 EFY 1999 EY 2000 EFY 2001
New Orders 216.577 303.490 308.705
Carry-In 50.600 21.592
Gross Orders 216.971 354.090 330.297
Total Revenue 116.371 332.498 311.005
Carry-Over 50.600 21.592 19.292
Less WIP
Less BRAC, Non-DoD, FMS 0.615 11.495 12.919
Intra/Inter DWCF (excluding SMA)
Less Contract Liabilities
(Excluding WIP)
Net Carry-Over 49.985 10.097 6.373
Carry-Over in Months 5.15 0.36 0.25

Exhibit Fund-11 Source of Revenue



FY 1999

Exhibit Fund-2 Changes in the Costs of Operation
Department of Defense
Defense Security Service

($in Millions)

Estimated Actual

FY 2000 President's Budget

FY 2000

Add Case Control Management System Program Management Office/Case
Control Management System Stabilization Enhancements

Add Augmentation Management Office (Plus 16 FTEs -- 1.031M)

Add Workyear Repricing Calculation

Sub National Industrial Security Program Workload

Sub General Inflation Adjustment

Sub Depreciation

Sub Security Research Center

Sub Congressional Adjustment

Sub Congressional Recission

Estimated Cost

Pricing Adjustments

Annualization of Prior Year Pay Raises
FY 2001 Pay Raise
Civilian Personnel
Fund Price Changes
General Purchase Inflation

Program Changes

FY 2001

Add Public Key Infrastructure

Add Additional 20 FTEs for National Industrial Security Program
Add Additional 16 FTEs for Augmentation Management Office
Add Operations Center Columbus (OCC) Move

Add Increased Workload Adjustments

Sub General Inflation Adjustment

Sub Security Research Center

Sub Joint Personnel Adjudication System

Sub Civ Pay Over-pricing

Sub National Industrial Security Program Workload

Estimated Cost

10.100

28.000
13.932

45.400

(0.738)
(6.000)
(2.830)
(0.577)
(0.248)

3.774

0.500
1.341
1.113
0.425
4.026

(0.262)

(0.100)

(0.700)

(5.900)

(5.400)

Expenses
190.485

221.345

308.384
7.578
1.632
3.774

0.044
2.127

(4.957)

311.005

Exhibit Fund-2 Changes in the Costs of Operation



